Annual economic review 1983-1984. Information Memo P-108/83, November 1983 by unknown
TALSMANDENS  GRUPPE  - SPRECHERGFIIJPPE  . SPOKESMAAI'S GROI'P - GROIJPE DIJ PORTE-PAROLE
O[,,IAAA  EKNPO:C]flOT  TYNO/ - GRUPPO  DEL  PORTA\OCE - zuREAU  VAN D€ \AASOREIVOERDER
lilt[R]llllllll .llllllRil[f[Rl$Glll lu]ttlEllll||llG .llll0RltlAll0ll iltil0 . ll0II ll'llll||Rillll0il
llllflP000pllt0 llliltll|il[']lllll ll'llll0Rilltl0llt'IIR ll[Guiltllllll& w Hry'\]..r, u'r'r't'""H 
$'ffi.il'. ri rutifl
fuffiffi,#ft ma.tf; $ $
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ANNUAL ECONOMIC REVIEt"I 1983-1984
Issue No 18 of "European Economyt'iS now avaiLable. It  is made up of
the AnnuaL Economic Report, which Vice-President 0rtoLi presented  on
21 October, and of the AnnuaL Economic Review 1983-1984, which accompanies
the Annual Economic Report and is  submitted for information to the Counc'iL,
Par L i ament and the Economi c and Soc i a L Commi ttee -
The Review comprises eight chapters, each provid'ing an in-depth discussion,
backed up by detaiLed statistics,  of a major fieLd of economic anaLysis-
probLems are studied by comparing  deveLopments  in the various Member
States, with particutar emphasis on the Community dimension.  A number
of chapters have boxes with detai Led discussions of part'icuLar po'ints-
The first  chapter/ entitLed "Economic probLems and poLicy issues for the
Community,',  analyses the Commun'ity's  economic performance and the reasons
for the Low LeveL of activity-  The present straitjacket on macroeconomic
poLicy can onLy be L'ifted through suppLy poL'icies, posit'ive adjustment
and substantiaL steps forward to strengthen the internaL market and increase
the Community's monetary cohesion-
The second chapter deaLs with the economic outLook in the short and medium
term.  There are increasing signs that necovery is finaLLy under way in
the Community. However, it  wiLL be sLow and hesitant.  The Latest forecasts
show rises in reaL GDP in the Community of 0.57. in 1983 and 1.57. in 1984;
thi s wi L L not be f ast enough to ach'ieve any sign'if i cant reduction in the
number of unempLoyed. In the medium term, the centraL projection suggests
average annuat growth to 1987 of around 2-0% in real terms-
prices and costs are reviewed in.chapter 3.  The sLowdown in 'infLation was
maintained in 1983 and is  forecast to continue in 1984, aLbeit at a more
modest pace. ALL the Member States have recorded a marked deceteration
in infLation, and differentiaLs between Member States have narnowed-
However, the Commun'ity is not aLone in having cut its  infLation rate'
whihc is stitt  highen than in the United States and Japan owing to the
depreciation of Community currencies and the restoration of exporters'
profit  marg'ins. ReaI unit wage costs feLL in the Community in 1982 and 1983
and are LikeLy to decLine further in 1984-
The Community [abour market is anaLysed in chapter 4.  The picture in 1983
has again been one of ris'ing unempLoyment, aLthough the situation began
to shoi signs of stabi L'iz'ing in Apri L. Factors such as the growth in the
labour force and the increase in the activity  rate are magnifying the
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contraction in emptoyment caused by the proLonged stagnation in act'ivity.
Youth and Long-term  unemptoyment have worsened.  ALL this means that there
is no short-term solution to the probLem of unemptoyment and that a whoLe
range of measures, both on the supply and on the demand side, is  required.
Chapter 5 examines the Member States' budgetary poLicies.  Taking the
Community as a whoLe, the budget deficit  was roughLy stabte as a percentage
of GDP in 1983. With tax revenue being hetd down by the continuing
recession and debt servicing costs rising,  this  resutt was achieved onLy
through appreciabLe sav'ings in pubLic expenditure and through increases i
in taxes and sociaL security contributions in some Member States.  The sharp
rise in the burden of debt interest now constitutes a major financial
constraint on budgetary policy in many Member States.
Chapter 6 covers monetary poLicy and the European  Monetany System. fhe
internationaL  environment, which was marked by a reLaxation of United States
monetary poL'icy in the second haLf of 1982 has seen a renewed t'ighten'ing
of monetary conditjons in the United States in 1983, Leading to further
interest-rate strains and a resumption in the doI larrs appreciation.  The
reaIignment of EMS parities on 21 March 1983 has brought greater stabitity
to Community  exchange rates during a period of turbuLence on for.e'ign
exchange markets. The thrust of monetary poLicy in the Community is  now
consistent with economic recovery, aLthough a number of Member States must
stiLI  reduce credit exoansion.
Cahpter 7 discusses the baLance of payments position.  GeneraLLy  speak'ing,
the world economy has continued to adjust to the changes in the terms of
trade brought about by the second oiL shock. The Communityrs deficit  on
current account has now been aLmost eliminated, aLthough heavy outfLows
of autonomous capitaL have occurred. The Community's basic baIance is
therefore now in defic'it,  causing large-scaLe externaL bor.rowing by the
pubtic authorities and infLows of short-term banking capitaL.
FinaL[y, chapter 8 examines some pnoperties of the European  economies in
the tight of the econometric  modeLs used by the Commission's  departments -
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BILAN ECONOMIOUE ANNUEL 1983 -  1984
Le no 18 dtEconomie Europ6enne vient de sortir de presse.0utre Le Rapport
6conomique  annue[ - que Le vice-prdsident 0rtoL'i a pr6sente Le 21 octobre
dernier - cette publication contient Le BiLan 6conomique annueL 1983-1984'
qui accompagne Le rapport 6conomique et est transmis pour information au
ConseiL, au ParLement et au Comit6 d'conomique et sociat.
Le BiLan est compos6 de huit chapitres, chacun abordant de fagon approfondie
et au moyen de stat'istiques d6taiL[6es un grand domaine de LtanaLyse 6cono-
mique. Les probL6mes  sont 6tudi6s de fagon comparative  entre Etats membres et
[a dimensjon communautaire est privi[6gi6e. Ptusieurs chapitres sont
accompagn6s  de d6veIoppements encad16s qui approfondissent  des points p16cis.
Le premier chapitre "Probldmes et choix de poLitiqu
Communaut6" anatyse t  t6 et Les
ca,.rse;ae-La f aibtesse de L ractivit6. Les contraintes actueI Lement impos6es
aux poLitiques macro-6conomiques ne pourront etre att6nu6es que grEce ir des
mesures visant d agir sun Lroffre, par [a mise en oeuvre drajustements positifs
et de progr6s substantieLs sur ta voie drun renforcement du march6 int6rieur
et de ta coh6sion mon6taire de La Communaut6.
Le deuxirime chapitre traite des "penspectives 6co  . moyenterme,,.DessignesdepLus@indiquentqueLareprisese
dessine enfin dans La Communaut6.  CeLIe-ci sera cependant Lente et h6sitante-
Suivant [es pr6visions les pLus 16centes, Le PIB en votume de [a Communaut6
sfaccroitrait de OrS % en 1983 et de 115 % en 1984; cette progression  ne sera
pas assez rapide pour que Le nombre de ch6meurs baisse sensib[ement. A moyen
terme, La projectjon centraLe Iaisse pn6voir, jusquren 1987, une croissance
reeLfe drenviron 2 %. en noyenne annueILe.
L|6vo|utiond"'',gI.!J@',estd6vetoppeedansLechapitretois.
La ddceLeration dE-ffi-tion  srest poursuivie en 1983 et devrait, seLon Les
previsions, continuer, mais A un rythme ptus [ent, en 1984. Tous Les Etats
membres ont enregist16 un net raLentissement de LrinfIation et Lr6cart entre
[e: Etats membres a 6t6 r6duit. Cependant, la Communaut6 nrest pas seuLe i
ar,cin reduit son taux dr'infLation,et  ceIui-ci est rest6 sup6rieur i  ceux
enregistr6s aux Etats-Unis et au Japon en raison de La d6pr6ciation  des
monniies europ6ennes et de La reconstitution des marches ben6ficaires A
Lnexportation. Les co0ts saIariaux r6ets par unitd ont diminu6 dans ta Communaut6
en 1982 et en 1983 et devraient encore baisser en 1984-
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La situation du"narchd de Ircnptoi" est glatysCe dans [c cha-
pitre  4.  Lraugnentation du ch6nrage a  continu6 de  caract6riser
tf6votution du narchd de ttempl.oi de [a'Cornmunaut6  en 19E3, avcc tou-
tefois des signes de stabitisation A partir dravri[ 1985. A [a con-
traction de ttenp[oi due I  La stagnation protong6e de ['activlt6,
srajoutent des facteurs te[s que Itaugmentation de ta poputation actf-
ve et du taux dractivitC. Le ch6nage des jeunes et [e ch6rnage de ton-
gue dur6e se sont accentuCs. Tout ceLa irnptique qutiI nry a pas de
soLution I  court terme au probtfne du ch6nage et que cetui-ci requiert
un ensembte dractions aussi bien du c6t6 de troffre que de [a denandc.
Le chgpitre 5 examine [a "polit.iq.ue budg6tai re." des Etats rrenbres.
En 1983, ltdvotution  budg6taire pour [lensemble de [a Comnunaut6 srest
traduite par une quasi-stabil.itd  du ddficit budgdtaire en pourcentage
du PI8. Conpte tenu de [a nod6ration des rentr6es fiscates dues |  [a
persistance de  [a  r6eession et  de  traugnentation des charges
drint6rEts de La dette publ'ique, ce rdsuttat n'a pu €tre atteint que
par un sensibte effort drdcononies au niveau des ddpenses publiques et
par un renforcement  des pn6[0vements  obIigatoires dans certains Etats
membres. La vive augmentation  des charges drintdr6ts de [a dette pu-
bLique constitue aujourdrhui une contrainte financiAre inportante de
La poLitique budg6taire dans de nonbreux Etats nembres.
La 'rpoLitiquq mo?6taire et Ie .syst6me mon6taire europeen" font ttobjet
du chapitre 6. Lrenvironnement  internationaIrqui -T6ta-iFcaract6ris6 par
un assoupLissement  de La poLitique mon6taire am6nicaine au deuxi6me semestre
1982, a connu un noveau resserrement  des conditions mon6taires aux Etats
Unis en 1983 qui srest tnaduit par de nouvet[es tensions de taux dtint6r6t
et par [a reprise de [a revatorisation du dotLar. Le r6a[ignement des
paritds du SME du 21 mars 1983 a ouvert une p6riode de pLus grande stabiLit6
des taux de change de'La Communaut6  dans un contexte de grande agitation
des march6s des changes. Lrorientation de ta poLitique mon6taire dans ta
Communaut6  se situe maintenant dans Ia Ligne du redressement 6conomique,  mais jt  reste n6cessaire dans certains Etats membres de r6duire Lrexpansion  du
cr6dit.
Le chapitre 7 trajte des "ba[ances des paiements". Dtune fagon g6neraLe,
||economiemondia[eacont@changements.surilenusdans
tes termes de Lf6change A troccasion du second choc p6troLier. Le d6ficit
du compte communautaire des op6rations courantes est i  p16sent pratiquement
r6sorb6, mais des sot"ties massives de capitaux autonomes se sont produites.
La batance de base de [a Communaut6 est d6s [ors devenue d6ficitaire" donnant
Lieu ir un recours massif A tremprunt ext6rieur par tes secteurs pubLics et
i  des entr6es de capitaux bancaines A court terme.
Enf in, te chapitre.8 p16s.ente lqr"tqyer,p."plle yues i  |,a lumiere des moddtes  6Conom6t
La Commission, i  savoir Les moddLes Comet et Eurotink.